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EXAMINATION QUESTION PAPER 
 
 
ANSWER ALL OF THE FOLLOWING FOUR (4) QUESTIONS 
 
In accordance with the terms of reference in the following paragraphs, on 
the basis of equity only, analyse and address the problems raised by the 
assumed facts of the following four (4) questions.   
 
Terms of Reference: 
 
Assume that you are employed as a legal practitioner in a particular legal 
firm (“the legal firm”) from which the client, respectively specified in each 
set of assumed facts for each question, has asked for guidance.  Your role in 
the legal firm is as a member of a team of lawyers who work together on 
issues.  The leader of that team has asked you to write an internal advice 
for his or her information and of all of the other members of the team (who 
will all review your advice) as part of the process of the team assembling an 
agreed overall advice for the client.   
 
Your role in the team is to exclusively consider how equity applies in relation 
to the matters set out in the facts below.  You are regarded as being the 
team member who is most proficient in the field of equity.  For that reason, 
your advice is intended to exclusively concentrate on how equity applies in 
relation to the matters set out in the respective assumed facts.  You have 
been asked for an equity analysis partly because of your expertise and also 
for the reason that other lawyers in the team have been assigned to 
consider the implications of other components of law.   
 
Your advice must also take into account that the team leader does not 
practise in the equity field.  For that reason, he or she is no longer familiar 
with the principles of equity and has specifically instructed you not to 
assume any background knowledge on his or her part.  Moreover he or she 
has asked you for definitive authority for any propositions contained in your 
advice in case they (or other members of the team) may wish to verify what 
you say. 
 
Try not to venture into other fields such as statute or the laws of Contract, 
Property, Partnership and similar unless to do so involves the application of 
principles and doctrines that have been incidentally examined in the study 
of the equity unit at Charles Darwin University.  In particular definitely avoid 
any consideration of the law of Contract, Tort, Consumer law, Criminal law, 
Family law, Insurance Law and similar fields.  Other members of the legal 
team have been assigned to consider how those other components of law 
apply to the case.   
THIS EXAMINATION PAPER AND SUPPLIED MATERIALS ARE NOT PERMITTED TO BE REMOVED FROM 
ANY EXAMINATION VENUE IN ANY CIRCUMSTANCE 
 
Semester 1, 2015 FINAL EXAMINATION 
 LWZ210 – Equity 




Recommended time:  30 minutes. 
 
Problem  -  Engineered Shop 
 
In the early 1970s John Fanshaw and Michael Hammond went into 
partnership in the business of general engineering (metal fabrication and 
similar) at Tennant Creek in the NT.  They bought an industrial allotment, in 
both names, on the edge of town very cheaply and built a workshop on that 
site for the conduct of the business.  They borrowed the money to pay for 
the construction of the workshop on a 30 year mortgage loan from their 
bank which was documented in both names. 
 
Within approximately 3 years Mr Hammond ran up the white flag.  He 
couldn’t abide the isolated life in the goldfields of the NT.  In August 1974 
he discussed the matter with Mr Fanshaw and they agreed that it would be 
best if he left and went back to Townsville in Queensland from where he had 
come.  At the time of the conversation, the 2 men had a set of accounts 
available which covered up to the most recent 30th of June.   
 
They looked the figures over and agreed that the business, to that time, had 
not made any profits and that it would be fair and reasonable if Mr 
Hammond were free to choose some tools and other loose assets that he 
would like to keep and then simply walk away with nothing else but without 
any further financial responsibilities either.  They also came to an 
understanding to the effect that John Fanshaw would become owner and 
retain possession of everything, including the workshop, but that he would 
be exclusively responsible to pay off all borrowings and meet any other 
expenses of ownership and operation.   
 
Mr Hammond gave Mr Fanshaw a letter which said that Mr Fanshaw could 
keep the workshop, and the rest of the business assets, if he would take 
over all financial responsibilities “as discussed” and send the assets that Mr 
Hammond had chosen to him at an address to be notified.  The letter was in 
unilateral form.  It did not purport to be made by both parties.  The former 
partners did not make any written agreement.   
 
They shook hands and Mr Hammond left.  He went his separate way and 
lived the rest of his life in a different city having no contact with Mr 
Fanshaw.  At no time after his departure did Mr Hammond make any 
payments of any kind on account of the partnership whether towards the 
repayment of the workshop loan, the maintenance of the building or any of 
its running expenses.  Indeed the 2 men had no further communication 
between each other after the day that Mr Hammond drove his 5 tonne truck 
out of Tennant Creek never to return.   
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Mr Fanshaw did not ever arrange for any documentation to be put into 
effect to transfer the workshop to his exclusive ownership.  He died in 
February 2014 leaving no will.  After his death, his intestacy administrator 
found Mr Hammond’s 1974 letter to his former partner the deceased Mr 
Fanshaw.  By this time, the 30 year workshop loan had been fully repaid, 
the premises had been extensively improved, the engineering business was 
very profitable as a result of servicing renewed economic activity in the mid-
north of Australia and the land and buildings used by the engineering 
business were very valuable and could be expected to sell for a price in the 
order of $1,750,000 if placed on the market. 
 
Coincidentally, Mr Hammond died in April 2015.  His grandson, the sole heir 
and executor of Mr Hammond’s will, traced the fact that the Tennant Creek 
workshop remains partly in the name of Mr Hammond as co-owner with the 
deceased Mr Fanshaw.  He notified Mr Fanshaw’s administrator that he 
considered 50% of the market value of the workshop land and 
improvements to be, and to remain, an asset of his deceased grandfather 
Mr Hammond.  By return mail he received a letter from Mr Fanshaw’s 
administrator denying that claim to be valid and asserting the right to treat 
the subject matter as Mr Fanshaw’s exclusive property. 
 
The grandson, executor of the late Mr Hammond, has approached your legal 
firm for advice on this controversy.  Your team leader has requested you to 
provide him or her with an advisory report explaining the implications of the 
principles of equity as they are applicable to the matters raised by the 
grandson. 
 





Recommended time:  30 minutes. 
 
Problem  -  The Fisherman’s Cabin 
 
Albert, a widower aged 73, owned a fishing cabin at Lake Argyle which he 
had built there, quite cheaply, long before the lake became a significant 
tourism site.  When Argyle became a popular destination, Albert arranged 
for the Federation of Anglers Associations to manage the cabin on his behalf 
as a facility for members of affiliated associations when visiting Lake Argyle 
for fishing holidays.   
 
Each user paid a daily rent to the Federation which was split on a 50:50 
basis between it and Albert.  The staff of the Federation credited Albert’s 
share of the rents to his bank account once a year when they gave him an 
annual summary.  The cash proceeds were not important to Albert.  He had 
other substantial means.  Usually he donated his share of the takings back 
THIS EXAMINATION PAPER AND SUPPLIED MATERIALS ARE NOT PERMITTED TO BE REMOVED FROM 
ANY EXAMINATION VENUE IN ANY CIRCUMSTANCE 
 
Semester 1, 2015 FINAL EXAMINATION 
 LWZ210 – Equity 
Page 5 of 11 
to his own club, the Victoria River Fishermen’s Group. 
 
Gabriel, who was somewhat younger than Albert, was also a member of that 
club.  Albert had a lot of affection and respect for Gabriel because he did a 
lot to advance the interests of the members of the club and the sport of 
angling generally.  Albert made the decision that he would like to give the 
cabin to Gabriel because he knew that the gesture would be a roundabout 
way of perpetuating his own custom of being generous to the club.   
 
At a club social evening, Albert arranged to be invited to take the 
microphone from the MC to make a special announcement.  Standing in 
front of the gathering he made a speech about what a good club member 
Gabriel was.  Then he called for him to come out to the front.  When Gabriel 
came forward Albert shook his hand and said:  
 
“Here’s the title to my cabin at Argyle.  It cost me very little and my family 
won’t miss it.  It’s yours now because I want to show my appreciation for 
everything that you do, and have done, for the great group of people that 
make up this club.”   
 
As Albert made those remarks, he handed Gabriel the Certificate of Title for 
the cabin and the room exploded into cheers and supportive chatter. 
 
Approximately two weeks later a member of the management staff of the 
Federation concluded the annual financial report for the cabin.  The owner’s 
share of the takings was $11,000.  The staff member knew nothing of the 
gift to Gabriel.  He simply credited the money to Albert’s account as was the 
practice.  Albert did not pass that money on to Gabriel but it is unlikely that 
the omission was intentional.   
 
Albert was quite unwell at the time.  He did not touch that money or any 
other funds in his bank account.   
 
Indeed approximately 8 days later Albert died.  At the time of his death, 
there had been no further discussion between Albert and Gabriel to clarify 
the situation regarding finalising Gabriel’s ownership of the cabin.  Also 
Gabriel had not taken any steps to conclude the cabin documentation or to 
consult anybody about how to do so.  The cabin remained registered in 
Albert’s name.  Under his will Albert left all his property to Barbara (his 
deceased brother’s daughter) and named her as his executrix.   
 
Barbara took all of the money that she found in Albert’s account including 
the dividend money.  Subsequently Gabriel approached her and they had a 
conversation to this effect: 
 
Gabriel said to Barbara:  “The cabin is mine now and so is the rent money.  
The rent must be mine if I own the cabin.  Please hand it over.”   
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Barbara said to Gabriel:  “The cabin is not yours.  I have checked the 
record.  It is in Albert’s name and he left everything to me.  The cabin’s 
mine, not yours; so the rent money must also be mine.” 
 
Gabriel said to Barbara:  “No way!!  That cabin is mine!  Albert meant me to 
have it!  He gave it to me in front of everybody.  He transferred it to me 
when he handed the title to me.  I can prove all that, so the rent money 
must be mine too.  Give it to me.”   
 
Barbara said:  “I can’t be worried about stuff that’s not on the record.  I can 
only work off the official legal record.  The registry of titles says that the 
cabin belongs to Albert.  That is the legal position.  I have got advice about 
your business with Albert.  The advice is that for you to have become legal 
owner it was necessary for both of you to sign an official transfer form in 
front of an authorised witness and then register that form at the registry of 
titles.  Unless the two of you ensured all that was done, then Albert stayed 
the legal owner of the cabin and when he died I inherited it.” 
 
Gabriel answered:  “Yes I concede that I am not the official owner.  That is 
just because the right forms were not used and the correct records haven’t 
been done.  But you are missing the point.  This is not about the official 
record.  It is about what your late uncle intended to do.  His intentions are 
clear and the record is just out of date.  I am the true owner.  There is just 
a need to get the record into kilter with the true situation.” 
 
Barbara, Albert’s sole heir and executrix, has approached your legal firm for 
advice on this controversy.  Your team leader has requested you to provide 
him or her with an advisory report explaining the implications of the 
principles of equity as they are applicable to the matters raised. 
 






Recommended time:  30 minutes. 
 
Problem  -  Take It Away 
 
Anne and John were a young couple with two small children.  They struggled 
financially but were determined to buy their own property rather than pay 
rent all their lives. 
 
They decided to purchase a piece of rural land for $65,000 on time payment 
from Rural Opportunities Pty. Ltd.  For that purpose they entered into a 
written agreement with that company by which they were to pay the 
purchase price by a deposit of $10,000 and then 55 consecutive monthly 
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instalments of $1,000 each on the first day of each subsequent month.   
 
The contract provided that upon payment of the full price (possibly up to 4 
years 7 months distant) the vendor Rural Opportunities Pty. Ltd was to 
transfer the title of the property to Anne and John.  The terms of the 
contract were conventional other than in respect of the payment terms and 
a provision to the effect that stipulations as to time were to be construed as 
being of the essence of the contract.   
 
In particular, so far as concerned non-payment or late payment, the 
contract contained the following provision: 
 
“22  If the purchaser makes default in payment of any 
instalment of the purchase money and or interest on the date 
due and if after notice has been given by the vendor to the 
purchaser requiring the purchaser to remedy that default and 
such default continues following expiration of that notice, the 
whole of the purchase money and all accrued interest then 
remaining unpaid shall upon the expiration of such notice be 
immediately due and payable by the purchaser to the vendor.  
Should the purchaser fail to forthwith pay the sum so due the 
purchaser shall be in default of his obligations hereunder and 
the vendor may proceed in the same manner as is generally 
provided herein in respect of default on the part of the 
purchaser.  In particular, the vendor shall be entitled to apply 
any instalments received by him towards satisfaction of any 
deficiency arising on a resale or for any damages or 
compensation (including any allowance by way of occupation 
fee or for rents or profits) which the vendor may claim.”     
 
Anne and John paid the deposit on 3 May 2011, and following that they paid 
the first nine (9) instalments all on time.  However, before payment of the 
tenth instalment (which was due on 1 March 2012), John lost his job.  This 
state of affairs seriously disrupted the couple’s cash flow.  Consequently 
they were unable to make the 10th payment on time.  On 7 March 2012 
John and Anne received written notice from the vendor company which 
contained, inter alia, the following text:  
 
“....and TAKE NOTICE that you have made default in your 
obligation to pay an instalment of the purchase money in the 
amount of $1,000 on 1 March 2012, the date upon which the 
same was due, and if you fail to remedy that default, within 7 
days of the service of this notice, the whole of the purchase 
money then remaining unpaid shall, pursuant to paragraph 22 
of the contract, immediately become due and payable by you 
to the vendor and should you fail to make immediate payment 
thereof the vendor may forthwith forfeit all monies previously 
paid by you pursuant to the contract, terminate the contract 
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and sue for damages for breach of contract....”  
 
On 15 March 2012, Anne and John received a letter from a firm of solicitors 
acting for Rural Opportunities Pty. Ltd.  The letter stated that their client the 
vendor had terminated their contract, forfeited all of the deposit money and 
instalments paid by Anne and John and was going to sue them for the 
unpaid balance of the purchase price of $46,000. 
 
It took another almost two weeks before John could raise a loan from 
friends and find another job.  By 28 March 2012 they had restored some 
order in their financial life.  On that date John made an attempt to pay the 
tenth instalment.  However the counter staff of Rural Opportunities Pty. Ltd 
refused to accept the payment and told John that he and his wife were in 
breach of the agreement.  
 
Within a few days of that discussion Anne and John received another letter 
from the same firm of solicitors acting for Rural Opportunities Pty. Ltd.  That 
letter stated that their client could not and would not accept any further 
instalments of the former purchase price because there was no longer any 
contract between the parties.  The letter said that the vendor had forfeited 
all of the deposit money and instalments paid by Anne and John and was 
going to sue them for the unpaid balance of the purchase price of $46,000.  
The letter concluded by offering to accept the $1000 that John and Anne 
had tendered on 28 March 2012 as a part payment of their liability against 
the legal proceedings for the total amount of the unpaid balance of the 
purchase price. 
 
Anne and John have approached your legal firm for advice on this 
controversy.  In particular they have asked whether there is any means by 
which they, as purchasers, can be protected from what has happened and 
what is threatened.  Your team leader has requested you to provide him or 
her with an advisory report explaining the implications of the principles of 
equity as they are applicable to the matters raised. 
 






Recommended time:  60 minutes. 
 
Problem  -  The Tile Trade 
 
Julian Vickers was a young, relatively unknown, Melbourne architect.  At the 
time, there were not many major new building projects pending or proposed 
for the metropolitan area of Melbourne.  Those which did come on stream 
always tended to be given to long-established architectural firms.   
THIS EXAMINATION PAPER AND SUPPLIED MATERIALS ARE NOT PERMITTED TO BE REMOVED FROM 
ANY EXAMINATION VENUE IN ANY CIRCUMSTANCE 
 
Semester 1, 2015 FINAL EXAMINATION 
 LWZ210 – Equity 
Page 9 of 11 
 
For those combined reasons Mr Vickers supplemented his living by engaging 
in the occasional speculative venture.   
 
After a brief holiday in Bali, in July 2009, the architect spent some time 
looking around Indonesia generally.  During that visit he saw an opportunity 
for a venture that linked closely with his expertise.  Julian noticed that first 
class ceramic tiles were available at a very favourable price from a 
manufacturer in Surabaya.  The architect calculated that taking into account 
shipping costs, the Indonesian product could be offered for sale in 
Melbourne for about one third of the cost of an equivalent product supplied 
from Europe. 
 
Julian had some relevant inside information.  He knew of an up-coming 
building project in Melbourne that would mean a very likely market for the 
tiles.  One of his contacts, who was employed in the Melbourne City Council, 
had mentioned in passing that the City was about to call tenders for the 
renovation of the John Batman Centre (including extensive replacement of 
the building’s ceramic tiles).   
 
Julian knew that a builder who wished to tender for the job would be certain 
to be able to tender the cheapest price if he or she had the opportunity to 
buy the appropriate tiles at considerably less than the usual price.  Julian 
calculated that if he could offer a builder the advantage of the certainty of 
winning the job, he would be sure of making a sale of the tiles.   
 
Julian inspected, and extensively studied, the Surabaya manufacturer’s 
stock.  He selected three particular lines that he knew would be suitable for 
the impending John Batman Centre job.  As he had no capital, he then 
negotiated with the manufacturer for supply of a quantity of 40 container 
loads for the price of US$240,000 on terms of ninety (90) days credit.   
 
He considered that to be a more than sufficient time for him to resell the 
tiles to raise the money to pay for the consignment.  In the resale he 
expected to make a profit of US$240,000 while still being able to offer the 
tiles at around half of the cost of European sourced product.  It would be 
good business for the builder, for Julian and for the Indonesian 
manufacturer.   
 
It would be particularly good for the manufacturer who had not been 
successful, so far, in penetrating the Australian market and was seeking an 
opportunity to do so.  For that reason, the manufacturer agreed to the 
credit terms.   
 
On 22 July 2009 the manufacturer released the shipment of 40 containers to 
Julian who then had it loaded aboard the Maersk Line container ship “Ingar 
Jentoftsen”.  The ship was then taking on cargo in Surabaya harbour.  Its 
destinations included the northern Australian port of Darwin under a sail 
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plan that was firstly to proceed to Manila in the Philippines.   
 
From there the ship was to go to Darwin and berth at that port on 7 August 
2009.  The cargo could be transhipped at Darwin and then forwarded by rail 
to Melbourne.   
 
The shipping line gave Julian a document called a Bill of Lading.  It certified 
that the goods consigned would be delivered to him in Darwin or to any 
person to whom he endorsed the Bill.  Both Julian and the manufacturer’s 
staff were inexperienced in the export trade.  Neither of them arranged 
insurance.  Each of them thought that was the other’s job. 
 
Julian returned to Melbourne on 28 July with a number of samples of the 
tiles.  He immediately phoned a prominent builder called Giuseppe Bonasi.  
Just the previous day tenders had been called for the John Batman Centre 
job.  Mr Bonasi was, at that very time, studying the possibility of submitting 
a tender which was due in 10 days.   
 
When Mr Bonasi heard what the architect had to offer he immediately 
arranged to visit Julian to inspect the sample tiles.  On 3 August he did so, 
and, after careful inspection of the samples, Mr Bonasi agreed to purchase 
the cargo of tiles from Julian for the price of US$480,000.  The terms of sale 
were that Mr Bonasi would pay Julian immediately and Julian would 
simultaneously endorse the Bill of Lading over to Mr Bonasi on the spot on 
the basis that Mr Bonasi would arrange for the tiles to be transhipped to rail 
at Darwin when the “Ingar Jentoftsen” arrived there in a few days time.   
 
Mr Bonasi was eager to conclude the transaction before the architect had 
the chance to offer the tiles to any competitor as he wished to submit his 
tender for the John Batman Centre job.  For that reason, he asked Julian to 
wait while he went to his bank.  There he obtained a bank certified cheque 
payable to Julian for the purchase price.  On return Mr Bonasi handed the 
cheque to Julian who then endorsed the Bill of Lading and passed it over to 
the builder.  Then Julian promptly went to his own bank and remitted 
US$240,000 to the Indonesian manufacturer in payment (with thanks) of 
the original supply price. 
 
On 14 August Mr Bonasi received notice from Melbourne City Council that he 
was the successful tenderer.  He immediately took a flight to Darwin to 
arrange for transhipment and rail transportation of the cargo of ceramic tiles 
that he would need for the job that he had won.   
 
When he produced his endorsed Bill of Lading at the office of the agent for 
the ship, he was told that the “Ingar Jentoftsen” had not arrived at the port 
of Darwin when due because it had been seized by pirates in the Sulu 
Archipelago en-route to Manila on 1 August.  Moreover, the ship, and 
Julian’s precious cargo, had been lost that night when the Philippines navy 
had attempted to liberate it but the pirates had set it on fire and totally 
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destroyed it with the result that it sank in very deep water. 
 
The ship, and its cargo, was a complete loss and Mr Bonasi did not have 
insurance.  He approached Julian for reimbursement but Julian refused to 
give the money back.  He said that he had entered into the contract in good 
faith not being aware of the loss of the ship when he did the deal and that, 
as purchaser, the risk had passed to Mr Bonasi who should have taken out 
insurance.   
 
Mr Bonasi has decided to get advice in relation to the matters set out in the 
facts above.  For that purpose he has consulted the legal firm in which you 
are employed and has asked for guidance.  You have been asked to write a 
report for the information of the leader of the legal team.  Your report is to 
provide him or her with your considered analysis of how the principles of 
equity apply to and affect the matters raised in the facts above.   
 




----[End of Examination Question Paper]---- 
 
 
 
